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KEY ECONOMIC INDICATORS 


(FIGURES PROVIDED REPRESENT MOST ACCURATE APPROXIMATIONS FOR 1989 
UNLESS OTHERWISE NOTED. COMPARATIVE ESTIMATES FOR PRIOR YEARS ARE 
PROVIDED WHERE AVAILABLE) 


Domestic Economy 
Population Approximately 350,000 


Population Growth Rate 2.5% per annum based on 1987-1991 
projections. 


Consumer Price Inflation -12% in 1987; 2.3% in 1988; 1.5% in 
1989 
Gross National Product $130 million in 1988 


GNP Growth Rate - 3.5% in 1987 


Balance of Payments (in millions of U.S. Dollars) 


1987 1988 1989 
(actual) (actual) (Projected) 

Exports (FOB) 38.7 47.2 46.6 
Imports (CIF) -50.1 -57.1 59.4 
Trade Balance (deficit) -11.4 -9.9 -3.7 
Current Account Balance 10.3 -48.8 50.8 
External Public Debt 207.4 197.7 S23..2 
Debt Service Ratio (%) 41.2 38.2 36.7 
Debt relief - 3.9 (new) - 


Reserves «57 5.03_ 2.29 (Sept) 


Average Exchange rate 297.9 319 
(CFA = 1 US $) 


Domestic Production 


Cocoa (metric tons) 233,300 8,190 6,568 
Coffee (metric tons) 165 238 417 
Timber (cubic meters) 233,300 178,300 222,000 


Central Government Budget (in millions of CFA) 


Revenue 8,346 6,809 7,763 
Expenditure (excluding 
development loans and 
grants from abroad) 8,136 9,384 8,512 
Public Investment 13,041 15,997 16,940 


SOURCES: International Monetary Fund 1989 Report on Equatorial 
Guinea; World Bank; 1989 Department of State Official Statistics. 





Summary and Introduction 


Equatorial Guinea (EG) remains dependent on its traditional 
exports of cocoa, coffee, and timber. Declining production and 
quality of cocoa and coffee, together with the fall in world 
prices for these commodities, have seriously affected EG’s foreign 
exchange earnings. While timber exports will approximate a 
quarter million cubic meters in 1989, revenues are insufficient to 
make much impact on the economy. 


EG possesses rich fishing grounds but suffers from poaching by 
foreign vessels. 


There is potential for development on the mining, petroleum, and 
fisheries sectors. EG has potential oil reserves, and the Spanish 
company that managed petroleum exploration lost its exclusive 
rights in March 1990. The U.S. Embassy in Malabo can help U.S. 
companies to exploit the potential reserves. 


The U.S. Government conducted a study of the private investment 
climate in February 1989. The report’s recommendations are being 
considered by the Government of Equatorial Guinea (GREG). 


Debt relief by France (100 percent) and Spain (one-third of the 
total) in 1989 has alleviated the GREG’s debt burden. The GREG 
consistently has operated in deficit, in part as a result of 
ineffective budget management. Government expenditures are small, 
and the GREG spends little on social services such as medical care 
and schools. 


While U.S. technology and marketing are highly regarded, EG 
generally prefers to deal with its traditional partners, Spain and 
France. Because of EG’s limited market and the expense of 
transport to and from the United States, development of 
significant trade links is unlikely. 


The best prospects for U.S. companies are in the development of 
existing natural resources, such as petroleum and timber. 


Historical Perspective 


EG is among the smallest and poorest of African nations. With a 
population of only 350,000 to 400,000, a life expectancy of 45 
years, and a high infant mortality rate (155 per 1000), the nation 
is incapable of developing a labor intensive economy. The majority 
of the population live by subsistence farming. The per capita 
income is estimated at $300 per annum, with the lowest paid 
salaried employee earning about $1,000 and the rest of the 
population living outside the money economy. 





During Spanish rule, which ended in 1968, the economy thrived, and 
there were many prosperous expatriate businesses. Thousands of 
Nigerians worked the cocoa and coffee plantations. There was a 
modest, but dynamic, market and EG’s cocoa was considered among 
the best in the world. After independence, the regime of 
Francisco Macias Nguema Byogo effectively destroyed the economy. 
Up to a third of the population was assassinated or exiled, and 
the Nigerian agricultural workers and foreign businessmen departed. 
Macias was overthrown by Teodoro Obiang Nguema Mbasogo, who was 
reelected to a seven-year term in August 1989. In January 1985, 
EG joined the CFA franc zone. President Obiang’s policy of 
stimulating economic growth in EG is hampered by bureaucratic 
obstacles, an undeveloped infrastructure, and a small and 
untrained labor force. 


Current Conditions 


Until the GREG can eliminate arbitrary government interference and 
convince international donors of its commitment to structural 
reform, little foreign investment can be expected and sustained 
economic growth will not be realized. The U.S. Government, in 
concert with other Western and multilateral donors, is seeking to 
encourage the GREG to implement necessary reforms. 


Government Policy 


President Obiang has sought to improve relations with Western 


nations. Although Spain was traditionally the major trading 
partner, France surpassed Spain in 1984 and has remained the 
leading supplier ever since. 


The primary source of government revenue is foreign assistance 
from a variety of donors. In 1989, the International Monetary 
Fund deferred action on the second tranche of an assistance loan 
because of the GREG’s failure to comply with conditionality. 


Sector by Sector 


Petroleum and Mining: There was considerable interest in these 
sectors in 1989/90. GEPSA, the Spanish oil company with sole 
exploration rights in EG, lost its exclusive agreement on March 
15, 1990. The GREG is seeking a new partner to take over oil 
exploration. EG’s Minister of Mines has invited American firms to 
bid on developing the Alba gas condensate field. 


A long-standing dispute over territorial waters with neighboring 
Gabon has delayed exploration of potential oil reserves. According 
to some legal experts, the disputed waters belong to EG. While the 
economic potential of the fields is unknown, a number of U.S. oil 
companies have expressed interest in exploiting EG’s reserves. 





Both Spanish and French mining concerns have surveyed the country’s 
continental region (Rio Muni) to assess potential mineral develop- 
ment. The Ministry of Mines has a number of documents describing 
geological formation, but the accuracy of these documents is 
questionable. One U.S. company has expressed interest in assessing 
the region’s mineral resources. 


Transportation and Communications: EG suffers from limited 
transportation and communications capabilities. Air freight and 
passenger service is provided once a week by Iberia, usually once 
a month by Aeroflot, and by an irregular Air Maroc service. Local 
service to Douala is provided by Cameroon Airlines. Equatorial 
Guinea Airlines went out of service in February 1990, effectively 
halving the number of flights to the mainland. 


Malabo has an excellent deepwater harbor, which services a number 
of international fishing and cargo vessels, including French and 
Spanish ships, of up to 23,000 tons. Small trader ships link 
Malabo with Douala and Bata. The only other viable harbors on the 
island are in Luba (on the west side of the island) and Riaba (on 
the east). At present, these harbors are mainly used by local 
fishing vessels. The Malabo dock facilities are good and the port 


is busy. Many of the vessels are licensed for fishing in EG 
waters. 


The mainland province of Rio Muni has a viable port in Bata, 


which handles the bulk of the country’s timber exports. Both the 
island and the continental region have extremely limited and 
poorly maintained highways. Accordingly, access to much of the 
country is difficult. 


Communications are also poor. The French Government has improved 
the telephone service considerably in recent years. Direct 
dialling to or from the United States is still not possible, but 
operator-connected calls are clear and fairly reliable. Telephone 
service within EG is limited to Malabo and Bata. Telex service 
for subscribers in Malabo is adequate. 


Malabo now has a color television station and several radio 
stations as a result of Spanish assistance. Programming ranges 
from GREG-produced information to popular music. Spain is seeking 
to help EG start a newspaper. 


Industry and Construction: The GREG is seeking to attract foreign 
investors to remedy the lack of industrial activity in EG. A U.S. 
businessman with experience in flour production recently visited 
Malabo’s inoperative flour mill to explore the possibility of 
reopening it. As noted, reforms in policy are a minimum 
precondition for any substantial foreign investment. 





Agriculture: Lack of workers, high-cost techniques, inadequate 
marketing support, and falling world prices have kept EG from 
returning to its pre-independence position in the world’s cocoa 
market. Similar problems afflict the production of coffee. EG’s 
timber harvesting has experienced the most rapid recovery with 
export tonnage back to two-thirds of pre-independence levels. Two 
sawmills operate in Bata, but most of the wood is exported as logs 
for processing in Europe. No reforestation program is in effect 
and the long-term outlook is poor. In the livestock sector, a 
farm at Moka (on the southern part of the island) has bred cattle 
successfully and expects to meet the full beef demands of the 
island in 1990. The original breeding stock of 100 head has been 
expanded to over 500 and a slaughterhouse has been prepared for 
use in the near future. The farm also raises sheep and goats. 


Fisheries: EG has extensive and abundant fishing waters off both 
the continental and insular regions. Most commercial fishing is 
done by Spanish and Greek vessels licensed either through the EC 
or by individual companies. The catch is exclusively for export. 
The GREG attempts to monitor its waters with the U.S.-donated 
patrol boat, the Isla de Bioko. Several foreign vessels have been 
arrested by the Isla de Bioko for poaching in EG waters. 


International Trade: EG is a member of the Central AFrican 
Customs Union and is entitled to duty-free export of its goods to 
those countries. At present, export is limited to agricultural 
foodstuffs. The importation of French and Spanish consumer and 
industrial goods is managed almost exclusively by expatriates. 


Trade with other African nations is limited to the importation of 
consumable items and clothing. The Nigerian community in Malabo 
plays a major role in the local market. 


Implications for U.S. Business 


Although the United States and Equatorial Guinea signed an OPIC 
agreement in 1984, there is at present no U.S. investment in 
Equatorial Guinea. Several U.S. companies have recently expressed 
interest in Equatorial Guinea (detailed in text). 


Trade between the two countries remains limited, but has been 
growing since 1986 when U.S. firms shipped only $35,000 to EG. 
Exports in 1988 totaled $490,000, and even though 1989 shipments 
declined, the level fell only to $200,000. The level of interest 


of U.S. companies in oil, minerals, and flour ventures was higher 
in 1989 than ever before. 


The U.S. Embassy is working with the GREG toward the adoption and 
implementation of an investment code that will provide sufficient 





guarantees for potential investors. If the GREG adopts and 
enforces sound investment policies, potential for development in 
international trade lies in two areas: 1) the export of petroleun, 
timber and mineral products; and 2) the development of small, 
non-labor intensive industry creating low technology goods for 
export to members of the Central African Customs Union. A major 
advantage for U.S. companies is President Obiang’s favorable 
disposition to the United States, which he perceives as having the 
necessary expertise to develop EG’s resources. 











